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State Bu d get m an A x tm Control i.ievice 

She Soviet State Budget probably provides inforaatiea that would 
m useful, in any a w control agraeseifti by auppleseeting 

physical control aeasures In ite present published version* hc-vever, 
the budget is devoid or the detail necessary for even a disarmaent 
sxvgum eoaceived is the broadest possible terns . a© following 
b**«Wto«a» of Soviet budgetary expenditures planned for I960 represent 
the finest decree of detail available* except for further disaggre- 
gation, of welfare outlays which are not pertinent to the present 
"rasa© of re s'ereace . 

fable 1 

H8SS& State Sud-gei Expeii&i tares ---“i960 Plan 
(Billion* of Kubles) 


.ftesmeiag the National Eeoaeeg 327.8 


industry 

151 . 6 


-Agriculture 

32-3 


Transport and 

29 .O a/ 


lfejsp«cified 

118. 7 


oocisl Cultural ^Seaaures 


274 .I 

iducatioa 

102.0 


{of Which: Science) 

20. 0 &/ 


nealth 

%7*v ' 


Social ‘Welfare 

97*9 


Le tense 


96. 1 

Admini stmt Ion 


11. 1 

ifesem funds* Council of Ministers 


27*6 

tther 


34.8 

Total Expenditure 


744.8 

Itetal 8e venue 


772-1 

iSwrpixm 


27.3 

& Eatieetted on the basis of 1959 plan data. 


Budg#rary;_ Contr 1 Risibilities Given 

Collate Bleclcsure 



If the Soviet State Budget were to be awls available to the con- rol 
authorities in all of its existing, detail* there would be several 
expenditure classifications that would have to be carefully observed in 
order to cover all phases of defense activities, the largest single 
such item Is that carried explicitly as defease in the State Budget* 
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caeqprialng the appropriation to the Ministry ox' Defense < TMe allo- 
cation is believed to cover personnel pay mad subsistence and panem! 
oftratioual outlays of the military. Proeumaeat ol both ccmveatioiial 
and military eqpiprasat aafi that of guided missiles aay be included 
only in part, if *t ell. fie finitely excluded are a vseh activities as 
atomic energy programs , military research and tevelopmeat, and 
militarised internal security forces , all of which would be considered 
an military outlays in 533 budgetary accounting. 

Another likely location .for a ambstaati&l assouat of direct Mil* 
tsuy exsNsn&tture lien in. the unspecified MAaeatt&ft of the vote for 
financing tm Hfetloaal Mommy. fierhops half the planned expenditure 
for this eategary in I^kjO can ha explained is teres® of son military 
activities . ihe reasoning 60 billion rubles could substantially 
ritM&oe the cost of the conventional eqaipwat procurement, and the 
sodded missile and atsaie muons? prog vm»- *8» classification of 
defense type outlays taster an essentially investment expeuditure- 
growing might m rationalised by the loclusioa la the Marxian concept 
of national, income oi MUiary equipment- purclmsea a® the equivalent 
of machinery purchases by industry. 

fietssr defease oriented outlays are financed water other budget 
votes. Hie research portion of military research and tevelepseat is 
mainly c wired, by % ha science allocation under the edweatioa breafe- 
team or the Serial -Cultural., vote- Certain veterans 1 pension® and 
disability payment# my he financed under the social welfare break- 
down or the 3oc lal-Dultmsil vote. Bay, subsistence, and (tfoipeat 
outlets for the Militarised components of the internal security police 
are iiaaaced by tbs allocation to the. Ministry of the Interior located 
wider the Other rote of the budget. 

:! 'Ue budget coatains allocation of m indirect adlltary nature 
Which ssbuld. be of equal l«s>crtfente in mx mrw control eetem - line© 
the budget is the source for financing the bulk of productive iavestaent, 
allocation for expansion of plants producing military equipment would 
pas# through it. Uses© outlays would be classified under the industry 
bre&Mowa of the Slaaacissg the mtloml Iconsw vote. In addition 
to capital outlays this category would contain aUoeatiema far sub 
sidles mmi ©tartis^ -m> costs to deflate plants 
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'n«s and inaction of the surplus are pusaliag to intelligence 
saalyst®, Soviet financial writers assert that the surplus teas the 
&»ii~ inflationary function of offsetting expansion in bank credit 
.-or several recent years, i wmwr t the final surplus 1 j®$ Men substan- 
tially larger than the increase in. Mas. credit, time providing tie 
financial ittoiewltfcal for eossldeiahle tmetated expenditures, Possibly 
cose defense outlay® couM be covered under tM® Sheading, Ite*iog 
’forld Mar II the surpluses accumulated during tbe turtles rare 
e«$®ad«d to s\^pport o£ the war effort. 


«©»“ 


i Financial purees Pertinent tg j: M / fa n s* Cgntr ol Prograa 


/toy agpeeweat to utilise financial inspection in 3aplcmeatln& 
am sans® control program should consider two ia$pori»nl non budgetary 
sour©®® of possible ssllitary financing. la 1959 a$§sroxi»tely a 
third of ail enterprise profits, nearly 70 Milica rabies , were 
retained by enterprise® , ftsese reported profit® represent m imdie 
closed aaoaast of netting; of enterprise profit#- and losses at the 
aoynairfthoa {State Seoomic Council) level. Tbs 'tolls, of these retained 
e&rnijaii*vill be used for capital investment* Conceivably it vonM 
be feasible for the Soviet authorities to clrewwat a budgetary 
control Mcbaniaa by channelling retained enterprise profits, or 
even a portion of taxed profit®, into a centrally atateietered pool 
fra® which Bdlitary activities and defease production could he 
flnemeedU *J3»® liMlihood of such m evasion of control® wcaM wamast 
pebiodle inspection of enterprise «sd sovaarfeiga account®, if a 
foolproof system were desired > 


4 farther altenaative saeans of defense financing lit* in the 
mx&tfsg system* At the present tlm the State Bto& (the central 
'©#»&) restrict# its leans to short tern credit to be used for 
te^omry increase® in capital. ©oaring the inflationary 

fiMoactog of the iadMtriaiisatlOKi program la the thirties such 
m: this short tana leading was converted to non -repayable grants as 
a result of 'wholesale defaults by industrial borrower# . ihe mm 
;policy tom followed durln g the disruptive period of the early v&rtirse 
yeaafa the Soviets Bight again resort to the .practice of 

apjhstiitutdsc stonetary for fiscal sources. M €immpm *®** defease, 
pirpoae® should the latter be subjected to international scrutiny. 
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^erliieatim of Bsstoetary Controls 

to * planned economy of the Soviet type many of the- ilnaaeiai 
OS&3A&8 to the State Budget will Be aeenapsstofi by physical plans 
f«w production, resource allocation, invaittMhtt, sad labor distri 
Lotion. Of articular usefulness .is the imwtm&t plan. As fublisbed, 
'toe plan classifies capital, outlays by totals for broad sector® of 
the and for branches within industry,. Sufficient detail is 

provided to the Seven fear Plan (299d>4$) data to permit ieolaticn 
to* total* ftor tove*taamt in defuse industry sad to. military facili- 
ties . to. the actual plamtog documents invee-teent 1# br®Se» down 
% specific projects, providing ail. pertinent physical «p»e meat-ions 
tend monetary value® .. Scrutiny of these detailed toveatweeat plans 
®ald provide a check on the to vestment e^paMltnrcs allotted to 
defense industry and to salutary facilities to the 'budget. 

'3* eeatrel documents for allocations ©.? metal, aneMeery, 
dbeatieato, fuels, and other priority resources to inSwtrial sad 
military custnasera are the sateri&l balances of the State Planning 
Cc*«ti*«ton, inspection or these resource input control figures 
could -ptovim physical cities m to the sis© and ehaa^s* to "veto®* 
of defease wroductlou and military procurement 

x!m§ planning process also ©rataia® cos pra&snslve toformiim 
Hus to th* distribution of wma^mmY to its labor force balance. 

Bomttoy of this document wpuM enable toagieetara to observe 
changes in ths strength of military aaapcwer-- 
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